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CAMEROON KEY ECONOMIC INDICATORS 


FISCAL YEAR DATA 
(end of period) UNIT FY 74/75 FY 75/76 % Chg FY 76/77 & Chg 


GDP (current price) $ million 2,095 2,254 7.6 2,575(est) 14.2 
GDP (Constant 

Prices; 69-70) $ million 1,308 1,288 -1.5 1,339(est) 4.0 
Per Capita GDP 

(current prices) $ dollars 280 294 5 
Gross Investment $ million 452 379 = = 16. 


.0 328(est) 11.1 
1 492(est) 27.2 


PRODUCTION YEAR DATA UNIT 1975 1976 % Chg 1977 % Chg 
Money and Prices 


Money Supply 

(monthly average) FCFA million 105,219 125,968 19.7 128,090(first 1.6 
3 months) 

General Price Index 

(middle class families; 

Yaounde) 1968=100 176.6 194.2 9.9 219.9(June) 13.2 


BALANCE OF PAYMENTS AND 
TRADE 1975 1976 & Chg 1977 


Gold and For. Exch. 
Reserves $ million 54.2 50. 
External Public Debt 
(as of June 30) $ million 550.6 652. 
Annual Debt Service $ million -- 33. 
Balance of Payments $ million -46.4 -12. 
Balance of Trade $ million -113.1 -77. 
Exports, FOB $ million 443.8 530. 
U.S. Share $ million 11.0 14. 
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Imports, CIF $ million 557. 608. 
U.S. Share $ million 36. 48. 
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Main imports from the United States: Machinery and Equipment $15.9 million; 
Transport Equipment $15.5 million; Chemicals $3.7 million; Paper and 
Paper products $3.6 million. 


Exchange Rate: 1975 230 FCFA 
1976 240 FCFA 
1977 240 FCFA 





United Republic of Cameroon 


SUMMARY 


The performance of the Cameroonian economy over the past year was 
generally good. The major problem faced by the Cameroonian Govern- 
ment was the continuing decline in the production of cocoa and coffee, 
the main foreign exchange earners. The Government made some of the 
hard decisions necessary to reverse this trend. Considerable progress 
was made on a number of large agro-industrial and timber projects, and 
Cameroon will begin producing modest quantities of crude oil in 1978. 
Cameroon is an elongated country and the development of adequate trans- 
portation facilities is one of the keys to future economic growth. 
Work continued in this area and will soon show concrete results. The 
favorable investment climate and the varied opportunities present 
here make Cameroon one of the most attractive African countries for 
U.S. investors. 





PART A: CURRENT ECONOMIC SITUATION AND TRENDS 


Agriculture: Cameroon's piggest Problem, Best Hope 


Agriculture is Cameroon's main economic resource. Here, as in many 
developing countries, the performance of the economy as a whole is 
largely a function of the rural agricultural sector. This is true 
in Cameroon because between 80 and 85 percent of the active work 
force is engaged in some form of agricultural production, and agri- 
culture alone accounts for about one-third of gross domestic product 
(GDP). Furthermore, agricultural exports accounted for 73 percent 
of foreign exchange earnings in 1976. Finally, the production of 
primary agricultural products is the base upon which Cameroon 

hopes to develop its fledgling industrial sector, and the Govern- 
ment has made agro-industrial development one of the priority areas 
in the fourth five-year plan (1976-1981). 


From a developmental view, the most important crops by far are cocoa 
and coffee. These are the two main cash crops, which together with 
their by-products usually generate between 55 and 60 percent of 
export revenues. Although Cameroon is the world's fifth largest 
producer of cocoa and is a significant exporter of coffee, there 

is considerable concern over the serious declines in the production 
of these crops. In 1976 cocoa production plummeted 19 percent to 
96 thousand tons. This year the crop was even smaller, falling a 
further 14.5 percent to only 82 thousand tons. Coffee production 
has shown a similar trend. During the 1975-76 season Robusta 
production fell by 27 percent to 57 thousand tons, and Arabica 
production fell by 26 percent to 23 thousand tons. For 1976-77 
government figures show the Robusta crop increasing slightly to 
62.5 thousand tons and Arabica continuing its decline, this time 
falling four thousand tons to 19 thousand. Cameroon is fortunate 
in that the prevailing high international prices for these two 
products have cushioned the economy from the full impact of the 
slump in production. In the case of cocoa, 1976 exports by yalue 
remained steady at about $106 million. Coffee earnings, on the 
other hand, rose about $67 million to about $168 million. There 
is, of course, no way to compensate for the foregone earnings re- 
sulting from the declines in production. 


The fall in cocoa and coffee production is often attributed to poor 
weather, obsolete farming practices, inefficient marketing arrange- 
ments, the insufficient and improper use of insecticides and 
fertilizer, the increasing average age of the stock of cocoa and 











coffee trees, and the rising tide of young people emigrating from 
the farms to the cities. In addition, all agricultural problems 
in Cameroon are made worse by a serious lack of storage and trans- 
portation facilities, which results in excessive spoilage and 

waste. Despite these multiple explanations, the Government is 

aware that it is facing a fundamental structural problem in the 
cocoa and coffee industries and that the root cause of the decline 
in production is that the prices paid to producers have not been 
sufficiently remunerative. In fact, in real terms, producers 

prices have declined over the past 10 to 15 years, and this has 
caused farmers to stint on fertilizers and insecticides, not to 
replace old and unproductive trees, and to begin growing food 

crops which command higher prices on the domestic economy. In 
short, there has been a fall in investment, and the result is 
smaller crops and an older stock of trees. For example, in 1960, 

57 percent of the cocoa trees were over 20 years old and 216 percent 
were less than 10 years old. In 1976, 76 percent of the trees 

were over 20 years old and only 9.2 percent were less than 10 years 
old. These figures combined with the statistics showing the 
declining production delineate the structural problem facing Cameroon. 
If it is not resolved and the present trend is not reversed, foreign 
exchange earning will eventually show a serious decline, and 

barring unforeseen developments, Cameroon will be forced to cut 

back its development budget. 


A Long Row to Hoe..... 


During 1977 the Cameroonian Government took a number of measures to 
halt the decline in cocoa and coffee production. These measures in- 
cluded generous subsidies for fertilizer and insecticides and for the 
replanting and regeneration of cocoa and coffee trees. In addition, 
the Government has agreed to offer subsidies to young people willing 
to establish new farms. Furthermore, the World Bank has initiated 
projects to assist Cameroon in increasing cocoa production. Most 
important, however, producer prices have been substantially increased: 
the price for Robusta coffee beans was raised by 34.5 percent to 
$.80/kg for the 1976-77 season. Cocoa prices were increased by 46 
percent to $.91/kg for the coming 1977-78 season. These measures 
should provide an important economic inceniive to Cameroon's cocoa 
and coffee producers to invest more time and money in the production 
of these cash crops. Nevertheless, the full impact of the production 
incentives will not be felt until the early eighties because both 
cocoa and coffee trees do not begin bearing fruit for several years. 
In the meantime, the best that Cameroon can hope for is that regener- 
ation of older trees and more efficient production practices will 
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halt the downward trend and that world market prices will remain high. 


Other important cash crops for Cameroon are cotton, rubber, palm oil, 
and bananas. In addition, timber is a major export item, registering 
over $50 million in overseas sales in 1976. With regard to food, 
Cameroon is basically selfsufficient, although it does import some 
foodstuffs from Europe. The main food imports in 1976 were milk, wine, 
sugar and wheat. 


Industry to be Based Upon Agriculture 


At wesent, the manufacturing sector is quite small, accounting for only 
about 13 percent of GNP. Most industrial activity is clustered in and 
around Douala, the major port city, and is mainly devoted to producing 
consumer goods for domestic and UDEAC consumption. The five year plan 
places a major emphasis on the development of large scale agro-industrial 
projects. The Government hopes that by this policy it will be able to 
establish a manufacturing sector based upon the processing of domestically 
produced primary agricultural products. This policy also opens up 
opportunities for industry in other regions of the country than Douala. 
Among the large-scale agro-industrial projects are SODEBLE, which will 
involve the cultivation of 10,000 hectares of wheat; the recently 

opened CAMSUCO, which will produce about 50,000 tons a year of refined 
sugar; la Maiserie de l'Ouest, which is planning to grow corn for 

milling on about 12,000 hectares of land; and SEMRY II, a scheme for 
cultivating several thousand hectares of irrigated land on the Logone 
River for rice production. In addition, foreign investors have shown 
considerable interest in developing canned and fresh fruit and vegetable 
projects. 


Cameroon also has tremendous timber reserves. A French-American- 
Cameroonian consortium has plans to develop and log the Deng-Deng 
forest, an area consisting of about 367,000 hectares. Construction 

has already begun on the giant CELLUCAM project, which will produce 

122 thousand tons of paper pulp a year. The cost of CELLUCAM is about 
$225 million, and production is scheduled to begin in the early eighties. 
In addition, the Cameroonian and Italian governments recently signed 

an agreement for the construction of a major timber processing plant 

at Sangmelima. If all of the above agro-industrial and timber projects 
come to fruition, the economy will be given a new impetus and the 
Government will have taken a major step in decreasing its reliance 

on cocoa and coffee exports. 


Offshore Oil Production in 1978 


One of the more promising developments in the Cameroonian economy has 
taken place in the energy sector. Following many years of intensive 
oil exploration, early in 1978 Cameroon will become a modest offshore 
producer of crude oil. Production from the first platform is expected 
to start at about 8,000-9,000 barrels/day, and eventually to rise to 





20,000-30,000 barrels/day. In the meantime, exploration is continuing, 
and it is likely more production platforms will begin operations during 
the next few years. Although at this early stage it is impossible to 
estimate the size of Cameroon's reserves and how long they will last, 

it is likely that Cameroon will be self-sufficient by the early eighties, 
and perhaps even a small exporter. In 1976 petroleum imports cost 
Cameroon $47 million. Oil production, therefore, will provide major 
balance of paymentsrelief and will allow for the reallocation of re- 
sources toward development projects. 


In conjunction with its becoming an oil producer, Cameroon is planning 
to begin construction in 1978 of a petroleum refinery. The refinery 
will be relatively small, having an annual capacity of only 1.5-2.0 
million tons, and its cost is estimated at $225 million. It is being 
built more to assure Cameroon's future access to petroleum products 
than to realize an economic profit. Nevertheless, it is likely that 

if petroleum prices continue to rise, the refinery may eventually prove 
to be an economically viable operation. 


The development of Cameroon's hydroelectric power potential is a major 
priority. Installed power production capacity as of mid 1976 totaled 
314 megawatts (MW) of which 263MW was hydroelectric and 51MW thermal. 
Major projects now being constructed are the Song Loulou dam (288MW) 
and the Lagdo Dam at Njock. In addition, a 225 KV system is planned 


to link the Song Loulou with Edea, Douala, and Yaounde; and 90 KV 
system is planned to link the Lagdo with Garoua, Figuil, Kaele and Maroua. 


Cameroon uses its hydro-electric power to produce aluminum from alumina 
imported from Guinea, in 1976, production amounted to 52 thousand tons. 


Transportation Infrastructure a Basic Need 


Most observers agree that the development of adequate transportation 
infrastructure is one of the keys to Cameroonian development. Cameroon 
is an elongated country extending some 800 miles from South to North, 
and this geographic fact has made the development of adequate trans- 
portation facilities an absolute necessity. The port of Douala is 
operating at over 90 percent capacity, handling some 2 million tons 
annually. The Government has launched a $110 million extension program 
which will upgrade the port's present facilities and add some new ones. 
Douala is connected to the rest of the country by the Trans-Cameroon 
railway, the Douala-Yaounde section of which was built over 50 years 
ago, is now badly worn, and is a major bottleneck in the flow of goods. 
Upgrading of this section began in 1976 and is being financed by a 
consortium of donors. Work will continue for several more years. Com- 
pletion of the rehabilitation of this section of the railroad is par- 
ticularly important not only because it will remove a bottleneck but 
also because an efficient Trans-Cameroon could help pull the country 





together as one market, which would allow local production on a larger 
and more efficient scale. 


Road construction and maintenance are also priority areas. The Govern- 
ment is planning, for example, to realign and upgrade the present in- 
adequate road between Douala and Yaounde. In addition, there are plans 
for a considerable extension of the road network in the North, the 
completion of the Cameroon section of the Trans-African highway linking 
Mombasa and Lagos and the Transvere from Ndjamena to Libreville, and 
the construction of roads to allow for the development of important 
resources, such as timber and iron. 


National Budget and External Accounts 


The total national budget for 1977/78 rose to $559.2 million, an increase 
of 7 percent over the previous year. The budget for re-curring expendi- 
tures rose 8.2 percent to $402 million and public investment rose by 

4.2 percent to $157.2 million. The relatively small increases are due, 
first, to the Cameroonian Government's continuing efforts to reduce 
inflation, and second, very large increases the previous year. The 
National Assembly has authorized up to $183.7 million in project fi- 
nancing, the same level as last year, and has also given the Govern- 

ment authority to guarantee loans of private and parastatal corporations. 


As of June 30, 1977, Cameroon's foreign debt totaled $753.6 million, of 
which'$40.0 million will be amortized during FY 77/78. The debt service 
ratio is about 6.8 percent. Repayment of approximately 15 percent of 
the total debt has not yet begun because Cameroon has been fortunate 

in obtaining concessional terms in most cases. 


In its external accounts Cameroon registered during 1976 a trade deficit 
of about $77.8 million. Major exports by value were coffee, cocca, 

and wood and wood products. The largest imports by value were inter- 
mediate industrial products, consumer goods, heavy agricultural and 
industrial equipment, transportation equipment and petroleum products. 
France still has by far the largest share of the Cameroonian market, 
about 44 percent; it is followed by the United States with a 7.9 percent 
share and West Germany, with 7.3 percent. The overall] balance of pay- 
ments of Cameroon was slightly in deficit by about $12.2 million. Most 
of the current account deficit was compensated by official capital 
transfers in the form of aid. During the first four months of 1977, 
Cameroon exported about $244 million and imported about$257 million. 





Part B - Implications for the United States 


The outlook for U.S. business in Cameroon, both through direct sales 
and investment, is good, although we do not now have a large presence 
here. Due to historical and cultural ties, Cameroonian industry and 
commerce still tends to look first to France. In 1976, the U.S. was 
the second largest exporter to Cameroon, registering $48.1 million in 
sales and holding a 7.9 percent share of the market. France, on the 
other hand, sent $270.3 million in exports to Cameroon and held 44.4 
percent share of the market. It should be noted, however, that it is 
the policy of the GURC to diversify its sources of overseas supply, 

and the French share of the market has shown a slow decline for the 
past several years. While this policy presents good opportunities to 
enter the Cameroonian market, it should be understood that if U.S. 
exporters wish to successfully compete here, they must offer relatively 
rapid delivery and good after sales services. Often this will mean 
that a basic inventory of both goods and spare parts must be maintained 
in Cameroon. Best prospects for U.S. exporters are agricultural 
machinery and equipment, food processing and packing equipment, trans- 
portation equipment, timber and wood processing equipment, automotive 
repair equipment and accessories, optical and photographic equipment, 
medical equipment and supplies, and beauty aids and other consumer goods. 


Cameroon also offers excellent potential for U.S. investment. The 
Cameroonian Government has a proven record of stability and actively 
recruits foreign firms to invest in Cameroon. The leadership is re- 
latively young and well educated, and has developed a reputation for 
sound and prudent economic policies. The investment code is quite 
liberal and was designed to attract foreign investors. Cameroon is 

a member of the four country Customs Union of Central African States 
(UDEAC), which offers access to a large and growing market. In addition, 
Cameroon is almost unique in that it scrupulously pays its debts on 
time and enjoys a very good credit rating. Thus the investment climate 
and reputation of the country often 4T€ positive factorSwhen locating 
financing. 


Agro-industry, timber, food processing, light industry and assembly 
plants are the main areas at the present where U.S. investors may 

find good opportunities. Increasing agricultural production for 
domestic consumption and export has the highest priority. All of 
Cameroon's neighbors are food importers and Europe and North America 
could be potential markets for fresh or processed fruits and vegetables. 
Investment in timber or mineral resources is often contingent upon the 
development of adequate infrastructure, but both offer substantial 
opportunities, particularly for engineering firms. Light industry 
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and assembly plants could take advantage of Cameroon's hydro-electric 
power, manpower availability, and membership in UDEAC. Investment 

in Cameroon is almost always in partnership with local companies or 

the government. However, those foreign firms willing to work with 

and train Cameroonians will enjoy a wide range of privileges designed 
to make such partnerships attractive and mutually profitable. While 
lack of infrastructure imposes obstacles to investment at the moment, 
there are sufficient good and profitable opportunities to make Cameroon 
one of the most attractive African countries for U.S. investors. 
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